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examination of schemes for the reahzation of aims 
whose formulation lies outside Economics , and it 
does not abstam from appeal to the probabili¬ 
ties of political practice when such an appeal has 
seemed relevant At the same time it makes no 
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Now, strictly speaking, all economic life in¬ 
volves planning Economic activity is activity 
involving the disposal of scarce goods , and the 
disposal of goods, m so far as it is in any way 
purposive, necessarily mvolves some kind of 



nature where the life of man is solitary, poq®, 
nasty, brutish and short, is a rare thing m huiftan 
history 

It follows therefore that the question to plan 
or not to plan, so frequently posed nowadays, is 
essentially a red herring It has not been seriously 



But, this recognized, we are yet not very far 
advanced For, on the necessity for some co¬ 
ordination, some limitation of the freedom of the 
individual, there is really very httle disagreement 
The liberal who beheves that, given a suitable 










in this sense a practical one It is clear that a small 
community, a patriarchal family or a small tribe, 
can be run on collectivist lines with no breakdown 
of the mechamsm of economic calculation The 
problem with which the twentieth century is con- 
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It must be admitted, however, that it is a very 
mild form of planmng The tariff imposes certain 
obstacles to trade But within this framework of 





control schemes without import quotas or import 
quotas without control of domestic production 
Buf such arrangements are not likely to happen 
There is a strong probability that, whichever way 
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alliance The making of treaties and the grant¬ 
ing of loans were often complementary operations 
But the kmd of control now contemplated 
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8 




ceased even the pretence of adjusting their policies 
to the exigencies of the international plan They 
have expanded when the balance of payments*was 
against them. They have reframed from con¬ 
tracting when pnces and costs within their area 






6 There is a further feature of national plan- 
nmgwhich has hitherto almost completely escaped 
notice, although, if we take the secular view, 
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much to say that the salient features of 
of Europe are outlined m this short essay 
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by the recovery policies of the various states 
has been such that it would have been a miracle 
if it had been otherwise 
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last chapter of the essay But in this 
s directed to establishing the international 
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Now it is just as well that we should have clear 
ideas of the concrete significance for the world of 
today of a substantial diminution of international 
commerce It means the dechne of shipping 
When Mr Keynes, the other day, urged that 
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the international division of labour is diminished. 
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to the difficulties of the “ transition ”, it must 
surely be obvious that the long-run effect must be 
to produce consequences which, from the mter- 
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to get from elsewhere all products in whose manu¬ 
facture your costs of production are not lower 
than anywhere else So long as the costs of pro¬ 
duction are different for different commodities 
in different areas, so long will it be advantageous 



holding companies to escape local tariffs would 
have come mto bemg at all in the absence of 
such obstacles ? Clearly very few It needs a 
high tariff to brrng them at all And it needs 
a high tariff, too, to keep them prosperous once 
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The prospects are not improved if we imagine 
quantitative regulation of this sort to be sup- 
plaitted by thoroughgoing state purchase It is 
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then, unless there are agreements between them, 
the fluctuations are large and discontinuous 
Moreover, it must be remembered that the actions 
of the various boards are likely to be much more 
the instruments of political strategy, much less 
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want to see who can really deny that an increase 
of interstate trading involves a multiplication of 
opportunities for interstate friction • 
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security If it can justly be said by the leaders 
of a hungry people, “ Your poverty is the result 
of them policy Your deprivation is the result of 
the%r possession ”—then there is grave risk of war 
There is real danger of a combination of the 
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with India was the subject of extensive con¬ 
troversy At a later stage the balance of trade 
with France gave rise to some misgiving ■ From 
time to time, both dealmgs in foreign money and 
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hereby “ The sneaking arts of underling tra 
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of independent national planning, its advantages 
are not so obvious It is probably easier to work. 
But it is doubtful whether it involves less disturb¬ 
ance to the international division of labour And 
there are certain contradictions in the very idea of 




104 PARTIAL INTERNATIONAL PLANNING 




tions on what, from the international point of view, 
would be the most economical use of resources 
We can see this very clearly if we consider 
the effects of change m such a system Let us 
suppose that at the outset the statistical fluke 
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reason for believing that it will not be very much 
poorer than it might be, if bilateralism is to be 
the rule in the century that is to come It is 
really very weak to argue that whereas the 
world was not ripe for bilateralism then, it is 
ripe for bilateralism now For the world can 
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trade conditions are stabilized First let there be 
international cartels with full power to settle area 
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same direction And the persistence of currency 
instability, and the cessation of international 
capital movements which accompanies it, has 
prevented any mitigation of the stress which 
brought these policies into operation 1 Few thmgs 
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ducive to this end There are indeed reasons 
for believing exactly the contrary 

In the first place, we must recognize that 
many of the existing international sales agree¬ 
ments are themselves dependent on the existence 
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s. 




present multiplicity of national areas, the neces¬ 
sity of foreign trade must involve the most in¬ 
tolerable complications if internal planning of the 
kmd we have been discussing is adopted But it 
is urged that these complications could be elimin- 
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be a matter of secondary importance And it is 
quite possible to conceive of a world m which the 
distribution of resources was such as to render the 
advantages of co-operation between the different 
parts a comparatively negligible quantity But 
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the mam it is not so You cannot make omelettes 
without breaking eggs And you cannot abolish 
tarifi barriers anywhere without injuring some 
interests 1 In the absence of a firm public 


5. 5 o ct 4 o 

g S’ f 

a JL f ^ g; 

o § p I ^ I 

g 3 o g g 

» 3 I? 

| § S’ i- s 

Jf 6 O S 3 2 
§ P &►§ cr 4 p 

§.g ** ^ & 
s I | S g ^ 

S § a 4 ^ P, g 


I ?* 

P o 3 


jjfipji | 
3- & g | 

I °» I 

ST &T J ^ 
3- If 5 tr 

O g-CTQ g 
gi * S' (3* 
® §. a 4 s 

S-f g-ei 
£- £ 3 Ef 
1 §• fi ® § 

§ S-f | 
O ® S- g 


?1?IJ 

fils g “ 1 
l&i||§ 
er s|p| 

UbI s 

ni^fi 

Srt||S5 

s.2% s 

_ O 

5 p 


! 1 sr 

! Ir liJ 


§ 2f g 4 a 4 p ® 

g B *-®<5 f J ^ 
^ 1 ® § i ! p r 

I If^E 

5 1 ^ 8 ^ S. a g 
P ^ §■ ^ 3 © ?<3 

A ^ p » ^ s’a ^ 

OCLSSgggOO 

IrllfIFI 


5 *3 


rll||| ! ||| | 
§• a-1 g°-l'S vi y i 

§^5 3 2,<w o- o o ® 


3 ^ 3 s w 2 

►p p 4 g t^g 

§T <L bd S 4 35 st 
'■T ^ S- S- & <T 



investment and migration, of a sufficient supply 
of foreign exchange And the men of goodwill 
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Empire is not one of those episodes of history of 
which Englishmen need be ashamed No foreigner 
was poorer because of the width of our territories, 
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freedom 1 We are not worse than the unsatisfied 
But perhaps we are more vulnerable 




g the work of the Aufklarungszeit Interesting 
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between the producers or their governments, 
would not have commanded one minute’s atten¬ 
tion from economists or business men ” \ 

The war, however, greatly altered the relation 
of governments to the organization of production 



130 PARTIAL INTERNATIONAL PLANNING 







3 


132 PARTIAL INTERNATIONAL PLANNING 






134 PARTIAL INTERNATIONAL PLANNING 









East could produce at a profit all the tin required bv the World at 
£100 per ton, and he is paying £230, the manufacturers and others 
naturally consider that the price of stability is altogether teo high 
and that the tin restriction scheme is nothing more nor less than a 
grasping monopoly ”—Markets and Men, pp 160 167 
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it is greater than the prevailing price And if 
that is so, then it is rational that it should be 
abandoned For the cost of working it is de¬ 
termined by the prospective prices which the 
necessary resources could get for other kinds of 
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them for the obvious risks they run But if others 
follow suit—then these gams may well be offset by 
a slowmg-up of the general rate of progress 
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when these producers act as a unity It is a 
difficulty which no amount of polite mechanism is 
eventually capable of concealing 
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beating the big dr 





rather than the satisfaction of a sort of kinder¬ 
garten aesthetic of the lay-out of the productive 
apparatus, it would not be shocking at all It is 
exactly m harmony with the probable require¬ 
ments of a scientifically progressive society 
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6 It is sometimes said that the unification of 
industries is inevitable that the amalgamation 
of all productive umts engaged m turning out 
particular kinds of commodities is implicit m the 
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nection So again is the contrast between pre¬ 
war Great Britain under free trade and Germany 
under protection 1 This is not to deny that there 
does exist a genuine problem of a monopoly m the 

1 On the connection between protection and monopoly in Germany 
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of the present national restrictionism and our 
object here is not so much to judge the practica¬ 
bility of the policy of removing such inequality, 
but rather to judge of its effects, if it were 
practicable 
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umption that the supply of gold 
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tion is unusually backward m the adoption 
of methods of production which are equally ac¬ 
cessible and equally profitable to producers any- 




productivity, while in others it is grown by low- 
paid labour at margins of low productivity But, 
in so far as similar factors are involved in the 
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irected only to the effects of equalization of hours [I ha 
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2 Let us start with international communism 
—a totalitarian plan for the world Let us sup¬ 
pose that there exists an international authority 
owning and disposmg of all the natural resources, 
all the artificial equipment m existence Let us 
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projects for the socialization of particular muni¬ 
cipal or national lines of industry The com¬ 
munists proper definitely ruled out such specula¬ 
tions as the product of bourgeois intellectual 
habits 
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take-it-or-leave-it table d’hote —to use one of Mr 
Schwartz’s significant metaphors—choice has to 
be made day by day, not merely between sausages 
and eggs-and-bacon, but between a little more or 
a little less of all the almost infinite combinations 
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the market is incomparably superior to any other 
that has ever been suggested It gives free play 
to individual idiosyncrasy It affords constant 
information concerning changes m individual 
idiosyncrasy. It permits, as it were, a perpetual 
referendum, with due weight for minorities, on 
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be used in. many ways There are machines, raw 
materials, natural resources which may be used in 
many lmes of production The criterion of suc- 
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be indispensable A knowledge of the poten¬ 
tialities of various techniques is essential for 
successful planning But m deciding whether to 
produce this commodity or that, or m what propor¬ 
tions to produce both, the technique of the engineers 
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It is easy to form false views about this matter 
by over-simplifymg our conceptions of the nature 
of the actual processes of production If the only 
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various factors of production singly, almost 
every process involves the use of more than one 
kind of factor of production, not only labour but 
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actually taken place in certain important lines of 
industry and not uncongemal to the type of mind 
which has been responsible for these, develop¬ 
ments If it is desirable that one lme of industry 
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But how would such a system actually work in 
practice ? It is obviously not the same as the 
system of free enterprise , and it is important to 
be clear exactly wherem the differences consist 
The managers of the production units are state 
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servants The property they administer is not 
their own property or the property of a group 
of shareholders It is the property of the com¬ 
munity at large The community at large there¬ 
fore assumes the ultimate risk of enterprise To 
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of private individuals and corporations , 1 saving to 
a margin of their own choice 
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bring it about that these productive powers are 
used in such a way as to satisfy as fully as possible 
the various wants of the citizens ? 

Clearly two things are necessary Firstly, we 
need an apparatus which will register the strength 



favour ox the range of choice of their fellows 
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of course, if the term planning is by definition to 
be restricted to the operations of a centralized 
control, then the institutions of mternational 
liberalism are indeed excluded The principle of 
mternational liberalism is decentralization and 



The important thi 
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■ repay the expense to any individual or si 
, though it may frequently do much more t 
iciety ” (Adam Smith, The Wmltji of Nat 
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tion, we may sometimes speak as if property 
rights and the system of contract were homo¬ 
geneous and simple But if we allow ourselves 
to be led into supposmg that this is anything 
but the crudest of simplifications we fall mto 



rpnse acquiring legaliz< 
ly problem would have 
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dependent scrutiny of the most suitable institu¬ 
tions here has scarcely yet begun But it is 
certain that, m some form or other, governmental 
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imperialism, were the death-knell of liberalism m 
Germany The practice of the totalitarian Third 
Reich is only the practice of Bismarckian Ger¬ 
many writ large 

There were other influences tending in the 
same direction In its origins socialism, equally 
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International liberalism is not a plan which 
has been tried and failed It is a plan which 
has never been carried through — a revolution 
crushed by reaction ere it had time to be fully 
tested 







"Weim es dem bosen Nachtbar mcht gefallt 

The existence of one state whose leaders have 
evil intentions can frustrate the co-operation of 
a world, of peaceful peoples It is not by the 
demonstration that burglary and gangsterdom do 
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the Staatenbund —has n&ver been 



not pay that we restrain the activities of burglars 
and gangsters it is by the maintenance of a 
mechamsm of restramt And it will not be with¬ 
out a mechamsm of restramt that international 
burglary and gangsterdom are banished from the 
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further the functions in such a system of such 
bodies as now are sovereign states We wall ignore 
the obvious unsuitability for any kind of adminis¬ 
trative function of many of the present national 




tions 1 But when all these obvious deficiencies 
are taken into account, the fact remains that they 
did construct an instrument which has reconciled 
the mterests of a multitude of people over vast 
stretches of the earth’s surface and has created an 





tactics of planning policy Whether it 
Tender of fiscal power an essential tf any 



For the same reason, it would be inappropriate 
that such local authorities should have power to 
limit the movement of labour or capital If the 



people whose habits will 
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It is a significant comment on the degree to 
which the ideals of international liberalism have 
yet spread that, in the vast literature which has 
been devoted both to the economic functions of 
“the” state and to the problems of international 



taxing resources which could not leave the neigh¬ 
bourhood was bound to lead to an arbitrary dis¬ 
tribution of population The inhabitants are 
merely the people who happen to find it worth 
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the mftoyence of loss and bankruptcy has to be 
devised And this is not easy If it were only 
because of the magnitude of the problems which 
are thus ihvolved, it would be desirable that the 
governmental bodies which must necessarily 
deal with them should be relieved as far as 
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criterion is satisfied It is clear that this is 
condition which has seldom, if ever, yet bei 
realized 1 
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until the concluding chapter, consideration of the 
political obstacles which at present prevent its 
establishment 
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Chapter X belov 
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population of th 




(See Appendix XXVII to the Report of the Colwyn 
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wealth to poverty and international order to 
nationalistic chaos, we must accept this by-pro¬ 
duct of the market system as the necessary cost 
of these benefits If the maintenance of efficient 
production depends upon the existence of the 



lightened, would have admitted his cli 
ren Manet thought he was a fool Ye 
be said without exaggeration that he 



INTERNATIONAL LIBERALISM 








m different national areas should be associated 
with such difficulties 

This insistence on a more fundamental explana¬ 
tion may appear to be uncalled for We are so 
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even high local octrois against the produce of 



may or may not have been sensible for their 
particular purposes 1 But it has no relevance to 
the problem of monetary transfer Labour may 
be more mobile between London and South Wales 
than between London and Sydney But it is not 





as David Hume, with his unhelpful sneers 
about the Heptarchy , 1 a really subtle economic 




safe to say that the “ problem ” of transfer and 
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become $ie normal means of adjusting real wages 
is to assume that the wage-earners are completely 
devoid of* powers of observation and—what is 
even more difficult to believe, to judge by their 
present behaviour—that the experts and the poh- 
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Even where there existed a satisfactory market m 
forward exchange, there would still be a risk to 
be paid for that would be absent under a common 
currency And, as recent experience has demon¬ 
strated, there are severe limit s to what may be 




reached more quickly than under a common inter¬ 
national money, they brmg about a state of 
affairs m which there is no reason to suppose that 
equilibrium will arrive at all Even assuming 
that they do not give rise to a multitude of trade 
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similar effect will follow, exchange fluctuations 
become general, is completely to beg the question. 
For it assumes that the fluctuations of the ex¬ 
changes will have no effect on prices, and t h is is 
not likely to be the case When the important 



4 It is probable that this conclusion would be 
extensively recognized nowadays The experi¬ 
ence of the last few years has not been favourable 
to the cause of monetary nationalism The forma- 
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' do not think that, m the verdict of history, those v 
licy and who consistently predicted the political c 
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at par. Why is it that they do take place between 
the national areas ? Obviously because under 
monetary nationalism the possibility of change 
is very real and evident So long as there exists 
the possibility of alterations of the rate of ex- 
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of any area with the rest of the world becomes 
unfavourable, international agreement is to per¬ 
mit a downward movement of its exchanges 
Now no one will deny the desirability of inter¬ 
national co-operation to restore a common inter- 
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5 If ftiis is correct, it seems as if there is no 
argument which would lead us to abandon the 
presumption that, in an international economy, 
an international money is desirable In the 
liberal world federation, the law relatmg to 






deliberate inflation. And, as Bagehot argued, 
even when they have not been used for political 
purposes, their peculiar position within the system 
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tion of the local currency all transactions would 
be effected m other money But unless sovereignty 
itself is surrendered, the danger must always be 
great that such undertakings will be broken 1 
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both of the desiderata and of the possible instru¬ 
ments of general monetary policy is so imperfect 
that, even within the context of the general 
liberal idea, it is not possible to speak with any 
certainty concerning the most desirable ultimate 
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international division of labour 1 We are on very 
familiar ground here and our argument may move 
swiftly 

It is certainly quite possible to conceive of 
cases m whicb one national group may gam at the 
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almost always accompanied by movements of 
capital, we shall realize that even this is not 
likely to he so general as popular opinion would 
have us believe But it is a possibility which 
cannot be ruled out Certainly for one area to 








not likely to forget that, at no very distant date 
in the past, it was deemed justifiable to break 
down similar prohibitions on their part with 

1 Der geschlossene Handehstaat (Tubingen, 1800), p 218 I take 



present circumstances and deems it uncalled for 
to complain of the inevitable In order to abolish 
war, it is necessary to abolish its cause Every 
state must receive what it intends to obtain by 
war and what %t alone [our italics] can reasonably 
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6 If these considerations are correct, it seems 
to follow that there is no long-run advantage for 
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